N D, S. Fedexal ‘HouSt‘nc‘ Adthjg“(&%c}q

‘A

TRAIRIRG GUIDE:
',

REGABILITATION IN URBAN RENEWAL mmy

The astc¢ached flow charts snd cutlines are presentsd am
gulden to promcte orderly aund expeditious processing of
urban renewal rehabilitation propossle. These guides

_&and outlines were prepared dy the Valuation Sectionm of
the Appraisal and Mortgage Risk Divisios of Technical

- Standards, Federal Housing Adwinistration, as 2 training
afid for the muitifamily conferences. These guldes and
outlines are pgot procezaing instructioms. All proceasing
cust follow tHE lnstructiong zet forth in the Underwritimg
Menuals of the Federal Housing Adnimigtration.

?(&Fo.re.c\ hut the. Otfee of‘t'hc, ’F\s:‘fsl&m'f‘
Commi S8lons for Mu—\'f'l"p&mxlcj Hous1Aq Ue lsadl

ﬁgc:r\excx&,( ITD}ol.

Federa] Housing Admim’straticm
Library

—
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URA or LPA may
request advice

PREPLANMING S8TAGE

.. LilATLON IN DRDAN ReBiildd, AREAS

-

from FHA Director

—
C.U. cooldinatesn

scctions for:

1) belineation of area
2) General suitability
for rehab. study

K

Delineation
of area

|

‘ I

|

Valuation ,
1) Contiguous to elig.
203{b) = 407 areas
Located favorably
to compeicial X
non~residential
Suitable for resi-
dential use.

4) Workable size.

5) Adverse uses may
' bv screened

“)

3)

Architcoture
Ianpect area
and assist
in deternin-
ation of
boundarics

C.U. may reguest 8id

- from:

1) Land Planning -

Site Planners and
Site fngineer

z) Sanitary Ctnginecer -
Sewerage, eti.

3) Intergroup Relationg
Aaaist in ninoricy
problems

&) Mortgage Credit

.

Sanitary Engineer

) Cohesive area
-3 ;
H i
General suitability for
. rehab., & possibility of
8) Spot clearance
b) Extent of Rehab.
[ 1
, Architecture Mortgage Credit,
Yaluation Assist in the pre- Market Analyet,
Preliminary opinion liminary opinion as Land Planning,
as to:
_ s fo:
#) Spot Clearance a) Spot Clearance

General gult-
abiliry for
rchab study

k)

|

b) General suitabil-
ity for rehab
study

A

and Intergroup
Relat iong assist

ag needed

i

JEM

C.U. drafts mewo for Director thru
multifamily housing representative
to URA outlining recompendations
for ares and items needed for
survey and planning budget, eo.g.,

Ti6h

kinds of s.rveys needed.

Technical Standards
cderal Housing Adainistration



.
- - .
-
.
N
g T e oy i w3 e PP R T p Y x = A h T S S Y
e = Sea s ¥ = o = > - SR M S T T 2
B -
- a
i N e
i
d 1 3" +
- - A : -
R - jp— - et e - = i e ¥ i ——— e [ECUNRE I J—
- - - ¥ y b r 7 < b5, S - B el 4 2 - et
i i . : = K iain - i
: — - % o= < 0 r
T S o — — o e e A B St Frm e e e b - 3 i3 .= o i
" - P VT ey P - - Lol e
g, e ism - o [ GOV ORI St - - s -— - —
. — = e =
i T, R Z L e Pl e B IMRE e Loy e S ey T




-y

I LA -

3

) EEK A LETATION 18 DERAN DLHELAL ALEAS

#»

PLANNING STAGE

AN e $20

PRuLsﬁINAR? PLAM“IHG PHASE - SELECTION & TESTING SAMPLES - CONSULTATION ON nSTAm?
LISHING OF MUTUAL AGREEMENT ON REHAD STANDARDS USING MPE (FUA 950) AS A GUIDE. 5
(LACHANGE INFORMATION ON RERAB FEASIBILITY.

-

N ._f.@r::zwm-.

!Uxﬁ requebtn VEA | Director reviews C.U, instrucks gection chz=£s on
planning ansiat - raquest, Memo recessary cooperation with LPA. ey
ance : to O.d. Detgiled study compences on: F

1) Typicala & parcentagp 6f rehab.
2) Preparation of yehab standards
VALuat Lon Artieaetors Q*J;Li : »léi?ﬁﬁx: intergrou
rS
with Arch. with Val. From surveys Assist as & Sanit &g; Relgtions {
E?ZugnﬁRA LPA & URA of Mkt. Amnal. rgquesaed B, gQ.A,eis &angz*ﬁu
ngj“;;;ZEntr ‘Prepare Stds; LPA & URA & ?by C. U &§ request requested
age of rehab and assist val, est. JUs—— €¢Un; by C.U.
Based on in est. of 1)Ability NI S
X to Pay
tentative percentage 4
, slandards & of rehab & 1§ §2)Debt Service
i typicals typlcals ., 1 3)Range of Mkt
') ¢ ‘ 1 . -
r 1
(FINAL. FLANNING PHASE - REVIEW OF PRELIMINARY PLANMING AND STARY OF CON”OLI&AKI&NWWW
30? RECOMMLNUATIONS, SUGGEST. TU LPA TYPE OF INFO NEEDED FOR FHA PURPOSES. i i
' {
o
o i mi vy owd o prugsa ey X dvy WA X TR LEVICW LENLELLVE “ LY Hanearary, LUy - !

{ I A

survey covering enough
properties to be sta-
tistically significant
in selecting typieals

rehab, requirements.

jof occupants, etc,

/

LPA's class~

ification surveys, inforamstion on i
jincome and other characterilstics

1

ther inspections
and processing of
samples. Submit THA

{ final atandards for
j concurrence,

‘
L3 g T

{4 e

Riscussion {f
any disagrecment
between LPA

& PUA

C.U. and Director
approve local rehab.
requirements and
forward to LPA

khru M.F. Rep.

:

LPA zubmits Part
Loan and Grant to the
Regional HHFa Office &

I of

*

W

PP REELONEL UNIice
sendy Binder with
ioint standards and
Plan to the FRA for
geview

FhA Teviews sinder
Standards and ‘Plan
C.U. prepares 3501

I

3501lR for Director

signs and forwixrds
% the ﬁHFA °

L

Lo

with
and,
and
who

¢ ]

URA Approval
Paris T &
JLoan & Grant

1X

.oy

Technical Standards
Federal Housing Adminmiztration

764
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TRAIRING GUIDE
REEABILITATION IN URBAN REITWAL AREAS

EXECUTION STAGE

QR% or LPA may request Proper techeical wodex-
ascistance to intexpret writing personnel will
ERY %mﬁ may‘regua@t ‘ carry put sspiscanca |
advice or traiming and tyaiasing programs

Assist in preparing
spplications whep
asked by URA apd/or

LPA ;EE
1) .

Howes application Multifamily proponal®
to Rec. Unit then fellow multifamily ]
to Underwriting ’ instructions for pre-
1 thru 11 application and pro-
: Heessing
! * B or more

g i3
Valuation Azeh, M.C. Val.,
2007 (22 2017 {(mems) 2017 | §2401,2401R |
2074 20174 § 20174 2419

Revicw C@mmi@@eaog
C, ¥, Review I ¢, U, finmal
determination %
Cormituent
or report
on appli-
catios Technical Standards
Fezderal Rousing Adminigtratica
7164

JEM






KK

1)

2}

3)

%)

PREPLANIING
Chiet Underwriter

C.U. coordirates activities of underwriting sections and LEA

a) Instructs techmicicns on plens for cooperation with LPA and URA
eccording to Commissicmer Letters } 13 and 15.

C.U. analysis should cover
a) Suitadbility of proposed urban rerewal area

b) Ecomomic desirabliity of proposed trestment (comservetion and reha-
bilitation or clearance and redevelopment or & combination of these)

¢) Adequacy of proposed neighborhood planning

d) Adequacy of public improvemcnts, facilities, and services for the
project

e) Probability of adequate private investment in nev construction
and rehabilitation

£) Merketability of fimsl sccommodations /

g) Accepitability 41'or mortgage insurance

C.U. is responsible for: |

&) Delinsation of project houndaries

b} Prelimimary determination of gereral suitability cf ayes for
rehabilitatliorn study.

C.U. drafts memo from Director to URA apnd LPA through Maitifamily
Housing Repregentative concerning preplenning deterninatilons.
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PRETLARNING

Tailuation Section

Chie? Appraisger will recommend to Chief Upderwriter

1)

3}

Most sulitable geogrephical boundaries of the urban renewsl aves,
whileh should he:

a)

b)

)

a)

e)

2)

Iarge enough to constliute a neigbborhood in itself, or

Conbiguous with & neighborbood eligible for insurance under
Secticn 203(b) or 807, or -

So situsited that the effect of immediately reloted noa-residential
laxnd ugses, such as w8 jor coumercial districts, public lands, parks,
¢ivle centers, or & freeway,. bowlevard or thoroughfnre, vreaies
sufficiently beneficlal iufluences on the delineated sarez to overcoms
the adverss or depressing «ffect of neighboring substondard sreas.

Suitable for residential uge. Areas which are primarily commerclal
or industrisl usunlly are not comducive to long-term residsntial use.

Of workable sige so that 1t will permit the program to be completed
expeditiously. Consideration should be giver to the anticipatad
$ime it will take to compiste the renswal program in the delineated
arse and the rate of market sbsorption necessary 40 asgure its
BUCCEBE.

5¢ susceptible of replonning that adverge influences will be
eliminated;: or screened or nodified to such an extent that the
detrivental effects will be reutralized.

Give a preliminary opinion as to the general feasibility of tie
area for rebabilitation. Valuation wilk comsider:

2}
b}
c)

General sultability of asrea for rebabllitation.
Possible extent of rebabilitaticn study.

Rehabilitation vs. clearance.

The sbove will require inspection and general but not detailed atudy
of the ares and proposed improvements.
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1)

FREPLANHING

Architectural Szctlon

Dalineation of Arce:

Asslat in defining voundaries of urban rcnswel area.

g) Indicute extent 4o wuich structures therein may be Bo ddetericrated
ond substandard as to be beyond the atage of econonie yehabilitation.

b) C.U. advised of physical condition of structures within the ersa,
as well az those ocutwnide bui adjacert to boundavies of the eres,
which may suggeédt an alterpative location of the houndarles.
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PREPLANNING

Mortgage Crzdit

1) Advise €. U. on type of information Mortgage Credit will need
for typical processing in Planning Stage

2)

a)

b)
¢}

d)

e)
£)

g)
ir

The incom: range predominating in the area preferably kroken
dowvn between owner-occupanis and reniers,

Typi.cal asmounts of existing liens on the propsriy,

Other obligations outstanding wbich were incurred in connection
with the vroperty,

Otber instaliment debis, not related to the property, including
the monrthly payments thereon,

Present monthly housing expense, ‘
Cash sasets,
Family sizes.

sufficient information is available from data sources ’

advise C, U, on broad general basis regarding ability to pay.
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THE PLANNING STAGE

Chief Underwriter

Chief Underwriter must advise

a)
k)
c)

d)

Characteristics of new hcusing
Composition and distribution of 1living units
Intensity of land use

Salas prices and vertals most likely to be feasible in relation to
income potential of prospective residents

i

Chief Underwriter responsible for:

i’

2)

{ .
Establish in close collaboration with LPA and URA FHA Rehabilitation
Requirements for speczific area which msy become Property Rehabilitation
Standerds of LPA and incorporated in Urban Renewal Plan,

Determine fessibility of property rebabilitation by percentages as
a result of selection end sampling of representative properties,

Chief Underwriter must consider:

1

2)

3)

4)

5)

6)

7)

8)

Types of residential buildings or structure classes found in area
and extent of their deterioration and obsolescence,

Neighborhood occupancy pattern, i.2, single fawmily use, apartmsnts,
etc,

General level of improvement necessary to upgrade properties to an
acceptable degree, viz, code enforcement, minimal rehabilitation, or
sxtensive remedeling or modernization,

Justification of the costs of improvement at the nezzssoxy level
in light of ultimate property valuss,

Conditions or circumstances that would liéit the willingness of
homeowners and mortgage lenders to invest in the rehabilitation
in the area,

Characteristics of families living in the area and the geneval
level of incomes,

Proportion of income presently allotted to rent.

Question whether rehabilitation would require substantially increased
rents and thus distort the rent incoms limit beyond an acceptable ilimit,

1
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10)

Possibiilty of eliminsting cor effectively mirniwizing the influence
of adverse nom-residentiel lewd uses in or immediately cutside the
area im order to protect valuees of rchabilitated preoperties.

Likelihood that residents, merchamts, groups and erganizaticms im
the area will be receptive to & vehabilitation program at the level
required. )

Selection of Typleals: .

participate in the selection of typicals for exterior amnd interior imspection.

Obtain good creoss section of bulldings representimg the msjor structural
classes and use and occupancy patterns.

Condition should reflect typicsl deterioration, not extremes.

Determine a range of typical prepertiees.

FHA Rehabilitation Requirements _ -

L)
2}

3)

b3

Prepared im accordance with cutstanding imstructioms, and
With basic underwriting considerations that must be applied,
C.U., must be gure that persommel:

a, Understand Manuval imstructions

b} Application of MPS for URR which sexrve as guide for FHA Local
Rehal Requirements

Bvery effort will be made by C.U. to develop mutually acceptable
requitements with LPA amd URA.

Processing Typlealy

Fztongion of eszrmple cases into a pattern for ares is valid if:

[Y

33

s

Sampling 1z ample to fnclude varfety of typicals that way be encountered.

FHA Rehabilitatiom Requirements represent level necesssry fo make
properties acceptable and are representative of typlexl requirswents
to be preopoced.

Yalues after proposed rehabilitation of zsmples are commensursite
with values auticipated for the majority of similar properties im
the area to be rehabilitated.






03.

&) Effective incomes or rent paying capacities in samples are in line
with date in LPA and FHA income surveys for area.

Feasibility of Rehabilitation

Chief Underuwriter presumes defects contributing to blight will be eliminated
or arrested by urban renewal plen. Therafore, he must see that urban renewal
plan conteins provisions to:

a) Prevent over-utilization of land
b} Correct obsolete treffic patterns

c) Provide necessary schools, recreational serxrvices, civie, social
and commercial facilities, etc.

Economic consideration is determinant of feasibility, Rehabilitation feasibility
involves:

a) Attitudes of owners of buildings

b) Renters of homes, apartments

c) Rooming house accommodations

d) Present mortgage holders on the properties

e) Mortgagees who would be required to finance tha proposed rehabilitaticn
work.
1) Market value "as rehabilitated" minus "as 18" value will give a bracket
for feasibility determination., The resultant difference is not to he
considered a limit but a guide to the extent of rehebilitation or suite
abiiity, The law allows the cost of rehabilitation and financing plus
t*as is" value,

2) 1Income =apacity of potential residents snd attitudes of equity investors
is test for adoption of FHA Rehabilitation Requirements. Hortgage Credit
- determinations are important to determine:
a) Ability of owner-occupants to meet debt service requifements or renters

to meet necessary rents after rehabilitation- This requiras Chief
inderwriter to:

1) Have detailed and comprehensive study by LPA of income potential.
2) Thesa studies should includa:

’a; Existing indebtedneafn
3) 1I1f no LPA study then a joint FHA, LPA study by Valuation and

Market Analyst, C, U, should urge that a statistically significant
survey by LPA of income potential is of prime inmportance.
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Test of feasibility is:

1) Ability of properties after rehabilitation to command market
prices equal to "as is" value plus cost of rehabilitatien, and

2) Ability of mortgagors to meet debt service requirements, housing
expenses, or aoperating and maintenance expenses

3) Renters to pay rents necessary to support mortgagss.

Chief Underwriter must know:

1)

2)
1)
4)
5)
6)

7)

Effective income of owners or renters allowing for existing debt
burdens '

Rent-income ratios before rehabilitatien
Rent-income ratios after rehabilitation

Level of rehabilitation needed to sustain values
Costs of such rehabilitation

A3 18" wvalues

Values after rehabilitation

Equity Investors

Interested in return on investment or eguity

a)

b)

c)

d3

a)

Ratioc of net {ncons from the property to his cash investment after
mortgage payments and all expenses have been peid,

Rehabilitated propertiss must command a rent:

1) Sufficient to assure the owner his present rate of roturn on
equity, or

2) Provide prospective purchaser the presently prevailing rate for
invastments involving this type of risk.

Chief Underwriter must relate rents. cbtainable after rehabilitatien
not only to incomes of intended inhabitants but also to equity return
requirements. ‘

Chief Underwritewx should censider minimum return scceptable to
investors in determining extent of rehabilitation,

Diszounting of certain factors in biighted areas:

1. Current operating expenditures for maintenance and repair may
be at a minimum,
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w5 -

Capital outlays for replascement of equipment and building imw
provemant generally at minimum, '

3, High rates crezated by over-occupancy, e.g. rooming houses, Code
enforcement may cause high degree of relocation, There is ne
compromise allowed here. Code must be enforced, Detarmination of
relocation responsibility is to URA., Chief Underwriter wakes
available sll data and 221,

4, Code violations - proper code enforcement might settle for lowar
rates with favorabie mortgage terms,

Limitations of Minimal Rehabilitation : \

1) Must meet essential standards of health and safety.

2) Rehabilitation must produce sufficient useful life,

3) Provide sufficient living space,

a) Relocation is responsibility of URA but FHA should assist.

1, Make data and findings available.

2, Assist by 221 programs particularly 221(d)(3) below market
rate program for low and moderate income families.

*Forms 3501 and 3501R

Prepared by Chief Underwriter for Director's signature sfter:

1) Chief Underwriter has assured himself of the substance and validity
of his conclusions,

2) Proper discussion, exchange of opiniong, and consultation with LEA
end URA, '

3) Chief Underwriter should not sacrifice sound underwriting'for unanimiiy. -

e
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Planning Stage

Valuation Section

Objectives
1) Determine spproximate percentzge of propertiles to be left atanding in the

2)

1)

ourlined area that appesar to be scceptable for FHA wortgege insurence after
rehzabilitation.

Assist in the determination of rehabilitaztion stendards for the area.

Report to C.U.

Percentsge of propexties capable of FHA Rehabilitation

Appraiser should in collaboration with the Axchitectural Section and Lhe
LPA:

a) ZIdentify kinds of preperties in the grea and thelr further groupings
into similar physicel. and use classes.

1. Actusl physical inspection required of srea houses te determine
types.

2. Use of all informstion, studies and analysis made uy LPA, market
analysts and other dependable sources.

3. Identify group types
a. Single femily (ome story, detacbed, row, etec.)

». Age group and construction type (framﬂ or brick), size,
number of rooms, etc.

c. Rental properties, (flats, apartmente, etc,)

4. Use will be according to code.

5, Other uses will be catalogued for effect on property after
rehabilitation.

6. Estimation of the percentage of residential properties in the
outlined area that can be feasibly rehabilitated to acceptable
FHA mortgage insurance requirements.

b) Selection of individual properties thet best represent the me)ority
of properties in each identified clses.

1. Representative properties will be picked from each cless,

2, These properties in areas where there are location comaiderations
which are significant. :

3. Az many propertieg as necessary will be inspected so that an

adequate cross sectien may be attained.
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¢) Determination of feasibility of rehabilitation of each representative

Erogertv,

Purpose - Sampling is to establish a base for determining the feasi-
bility of rehabilitating properties of the class from which the
sampling is being made. Samples will be actual prorerties.

1. Estimation of "as is" value or fair market price.

Property is considered as if code were enforced and urtan
renewal plan in effect,

Adequate data to attain a supportatle conclusion.
Data may include:

1) LPA purchases in area

2) Independent sales in area

3) Independent sales in areas which are similar to what
this area will be when plan is in effect.

2 . Determination of appropriate improvements to be made.

B :

b,

Close collaboration with architects, mortzage credit and
1PA to determine extent of rehabilitation.

Study market and advise architects of needs and desires of
market and types of accommodations desirasble.

3, Estimate of cost of rehabilitation.

a.

b,

Code enforcement and compliance with Minimum Propérty
Standa®ds (FHA No, 950) are hasic.

General guide for upper limits of rehabilitation cost is
an amount which added to the M"as is". vdlue, will best produce
rehabilitated properties that the market can and will support.

I. Estimate of value after rehahilitation,

al

Use regular appraisal techniques.
Assume urban renewal plan in effect,

Find comparatles in an area which is now in the condition
that this area will represent when the R Plan is effective,

Consider along with mortgaze credit the arility of the
inhabitants to pay for this rehabilitation.
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d)

- 2)

.3 =

e, The above will call for a good market analysis, e.g. family
sizes, income levels, accommodation requirements, etc. This
will call for study of the market requirements and custo-s.

Comrarison of value increase with cost of rehahilitation.

a. The degree, or ¥inds, of considered repair and remocelinz
must be cxamined, re-examined and worked on alternate pro-
posals to see which will result in the arsatest proportionate
value increase after rehahilitation,

Estimate of owner!s or market's ability to ray, or tenant's
abllity and willingness to pay, the charzeg that will be necessary
to suprort the cost of rehabilitation,

a. The cutting and fitting mentioned above will bracket the
market for rehabilitation,

b. Mortzage Credit and Market Analysts by studying conditions
in collaboration with Valuvation will cetermine extent of
repairs on the basis of ability and willingness to pay and
advise the Architectural Section.

Estimation of the percentage of residential properties in the outlined
area that can be feasitly rehabilitated to acceptable FHA morirane
insurance requirements.

1. After the data has been collected and correlated the appraiser will
process samples in conjunction with other sections.

2. As a result of the sampling recorded on the 2017, 20174 or 226l
forms an estimate must be macde on the number of properties that can
be rehabilitatec and which are acceptatle for mortgagze insurance,

.3. This process will be repeated for each identified class of properties,

. Feasibility must consicer location of properties. /

-~ Land uses are an important consideration since valuable land should
not be undersimproved nor other ground be over=icproved,

6. Sum total of all properties to be rehabilitated will te compared
with number that can be rehabilitated to get percentage.

Assistance to the Architectural Section in determining rehabilitation
standards for the area.

The planning "analysis and sampling process will assist Architectural
Section in the preparation of Local FHA Rehazbilitation Requirements,
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3) The Valuation recommendations te tane C, U, will include:

a)

b)

c)

d)
8)

The completed appraisals o} samples.
Stated breakdown of classes of propertias.

Approximate total number and estimated nusber capable of
rehabilitation.

Pertinent recommwendations concerning the area.

Recommencations on Local FHA Rehabilitation Requirements,
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PLAKNING
Architectural S@ction .
Chief &rch, ?ecoémends 40 C. U, concerning::
1) General switability of structures in avea for rehab,

2) Appropriate standards which will govern ths accepiance of propertisy
for mortgage insurance.

3) Type of developmgnt of new structures deemed appropriate and feasible

for those portions of the avrea where structures avre not guitable for
" rehabilitation,

Acceptability of Code

1) Review code in effect with modifications proposed as to edequacy and
enforcement.

'

)
Ares Inspaction
1) Careful inspection with Val and IPA to ascertain:

a) Physical characteristice of existing structures,
b) Existing conditions of deterioration and obsolsacence)

c) Work and changes necessary to provide approprlahe livability and
appzal to thoze expascted to constituts the market for nnite,

é) Conditions which ars detrimental to health and saflety, and uhad

in the overall is needed %o justify accaptance for moritgage loswancs.

2) No. of buildings of various types in the ares iz tabulated.

, &) Types are those having similar height, plan, consiructicn snd use
oy occupancy.

b) Mo, of sach type in variocus conditiorns is alsc noted, These obssrvations

and discussions form the basis for selecilon of typicals,

Extent of Rehabili

Factors to be coneldered:
a) Rehabiliiation in most arese /will involve a ulde variety of building
types and physical conditions. Valuation must be consulied because the

prefaerence of the market has a great effect on thoe variety zvd degree of

rehab,

b) Rehabilitation doss not regquire "smell of new ¥ood® but a dtlTl ration as

far ag possible of the existing.
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¢} If attaining acceptability in these makters, vhich is & primary purpose of
FHA requirements, does not result in feasinvle first cost, the rehabilivaticn
must obviously be rejected, It is impordant to eetabllsh agcepbable minima.

d} The adaption of & proporiy to the needs of modern 1LViD¢ without draztic
vestyling is gemerally what is sought by the typical tenant or purchaser,
Exterior rehabilitation or cleaning-up contributes to gensral renswal is
evident rehabilitation of the individual proparty.

e} Elements of cosmstruction or mechanical work which ars unscund or deemed
to heve a short remaining 1life, and which cannot bs repaired or replacud
in the futwrs without a major disruption ard damage to other work, must he
replaced or repalred during rehabilitation,

Selection of Tynicals

a) The number 1s that which is nscossary to obtain a good cross section of
building types, occupancies and physical condition.

b} This number should not wepresent the best or worst but will show the maugs
of physical conditions and rehab, coats.

¢) Posgibility of incréaaing income units in a burilding should ke considersd
where necessary.

dj Sketch plana and principal dimensions of existing siructurss selscied as
typicals are made along with a descriptive outline of matorzuln and a
description of condition,

e) Record nature of rehab. deemed appropriate as basis for typlcal processing
and local FHA requiremsnts.

£) Discussions bstusen FHA and LPA personnel alihough tentative, pending
analyasis of typical properties and preparation of FHA reguirsments will
provide a common understanding on rehab, needs,

Anaiyeis of Typical Propartiss

. &) Purpoge - to investigats feasibility and extent of rehabilitation raguired
by market in area.

b) Typicals may be processed under 220(d){3){(a) or 220(d)(3)(B).
¢) Typical processing iéjto deteorming:
1) ‘Vork necessary for codé reguirements
2) Vork essantlal for FHA minimal requiremeﬁtq aesesutial for accepiability

d) Certain ”cutting and fitting® may be pursued to determine if pigher Toquire=-
wonts are feasible, :
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2) A dbrief outline of work needed in 2bove processing. Form 2005 or 2433 may be
used for this purpose.

£ Estimates of curreat coste by the office are tentative =nd based on completion
of rehab,

Standards and Requirements
@) Miminum Property Standsrds for Urban Renewal Rehabilitation (FRA £950) is maciomnl

in scope and will be used by FHA in prepaving Local Rehabilitaciom Requirewents
and by LPA in preparing Property Rebabilitatien Standaxds.

) ¥PHA Local Rehab. Requirements supplement FHA Minimum Property Standards and in
all but exceptional cases, are for internal FHA use le gulding the LPA.

¢) Every effort must be made to reconcile differences with LPA and develop nutually
acceptable standards, Under exceptional circumstances where the LPA can show
to the URA Central Office that other wmeans of financing withsut FRA zseistance
are available, the LPA Property Rehabilitation Standards may be placed in
effect for other than insured properties, and if the IPA Standards are lower
then FHA local Rehabilitatien Requiremente, the FHA will insure omly those
properties which comply with the FHA Lccal Rehabilitation Requiraments, prepaved
if the FUA fimds the Urbam Remewsl Area is otherwise acceptable.

Preparation of Requirements
a) Prepared iu close colilaboration with Valuation and C.U.

5) Although previcus general concurrence with LPA may or may not hsve boem ebteined,
the preparation of Requirements is an FHA responsibility.

©) When completed and reviewed by the C.U. they comprise FHA official submissica
to LPA of the minimum FHA will accept, and it is anticipated they will be
trznslated into LPA standards. '

d) FBA Local Rehab. Requirements include MPS-URR (Form 950) by reference and, im
addition, amend those standards.

e) Mandatory provisions of the MPS-URR are gemerally mot repeated. Local office
{FHA) may appreove variations to mandatory provisions of Form 950 but this
suthorization should not be spelled eut a3 an autherization im the standards
simce this is mot =n scross the board determinatica.

£) Recovmended items identified by 2sterisks im oune of followinmg wuye:

& e
P

1) Adopt as worded with 2 reference amd provision making it mandatory,
2) Modify wording te conform to local conditions,

3} Omit emtirely, if not appropriate te lecal conditioms, by & atatement in
the requirements.

2) Requirsments should centain provisions essential to assure;

1) Health and safety
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2} Degrss of rehsb. nueeasary for warked accepianes

3} Correccion of deteriorailon notad in spreific parta of struciures which
should ba menticnad for olariiy.

n} Requirsments should be trus minimuma but adecusts to agssure sound phyalisal
gecowrity sultabls for long term loans,

13 ’Proviaiona elrocady ia locial code need not be rapssted in voquircmenis.

}} languags in requirements should bs worked 20 as not to be anmbiguous. Changen
in styls or lenguege by the LPA ig unimportent as long ma the facts aet forth
by the insuring office ars not impaired.

k} Specimen "local Rehabilitation Requirements® includeas

1} Heading

2) Appiication

3) New strusturés or sdditions

4) Basic FHA Rehabilitation Standards
5} Gsneral essentials

6) Specific requirements

Ravisu of Renswai Property Rehabilitebion Standards
a} Whether collaboration with LPA is a continuing operstion or done by submizsion

of copy. of FHA's requirements, architectural must revisw LPA Standardsz prior
to accaptance by C.U., and Director.

b} If LPA standerds are acceptable, tentative proceaaing of typicsls in view of
finsl standarde iz reviewed by all sections.

A

e} If & differance is noted between FHA Requirements and IPA Standsrds discuseione
with Valuation will determine whether complate reproceasing of typicals is
required,

Gopies for Architectural Standards Divialon

a} Two copies of FHA-LRR and LPA-PRS {after roview) forwarded to Director of ths
Architectural Standards Division,

i
b} A memo should sccompany steting whether:

1} L1PA-PRS were found accspteble, or _
2}  FHA Stardards and Requirements will bs in effact

c] Gensrally these will not be reviewsd by Centrsl Offies but wiil be racorded.

d} Insuring Office decisions will not be delaysd by thess aubmlsﬁfon@o This doeg
© met preclude requsstas for undarwriting aasiatance,



& < i
. *
LAY
1
.
"
P i i
»
€ - He e
# y "
+ r
-~ — s -
- P -
3 T 2 . < =5
e, -~ [ s e Ay Wew = o7l ok e e TN, ) e _—s - NEES -
b ) s
M i £
- -
= .
1 - r -y
*
1 e
ey ;. *y
-~ . i i — - - —_
= o = it e v g = . RS P P T
. i i i [ —
- P XY= - - ——— — —— OSSN, pa— My — e Y o ——— - - — i — P —— e, NS
Shes. -~ - -
e ar - - - - —
. - ~ e - - : e .
T T - - e - g, ~% ~ . -~ - P T T ; == vy
g f e



Y

2)

3}

PLANK IN5

Morigsge Credit

Examing 81l credii factors involved in surveys and stadies cwmdo by
LPA, Market Analysts and Valuation and consider:

a)

bl

c)
d}

Conditions or elrcumstances that would limit the willingnous of homo-
ownars and mortgags lenders Yo invest in rehab. propaviiso.

Characteristics of families living in ths ares &nd the general level
of incomes

. Proportion of income presently allotted to rent

Quastion whether rehabilitation would requirs substantially iacressed
renta and thus distort the rent-incoms ratio bsyond an acgeptable limig.

Procege typical casges

&)

b}

Using factors submitted by valuation and axého

1} Operating and maintensnce expenses

2} Economic lifs

Process actual occupants of thse tybieal

1} To be done on ready information but noﬁvas a rasult of a credit check.

2) This information will come from Val. or LPA or Mkt, Analyst survaey
or study. '

Make recommendation to C.U, regardings

a)
b)
¢l

Ability to pay
Debt Ssrvice requiraments

Mortgage amounts
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